
Online Resources & Monetizing Minerals

September 26, 2014

Summit, Mississippi

By: Benjamin J. Waring, J.D., CPL



• Landmen and Attorneys in NOLA since 1980 –Staff of 10 plus consultants -
Land/Legal Consulting Service

• Mineral/Royalty Acquisition Fund – Haynesville Shale, Deep Tuscaloosa Trend, 
Tuscaloosa Marine Shale

• Mineral Owner Representation – Louisiana and Mississippi – handling all 
interface with the operator – Fees are commission based on monetized value 
of leasing and royalty 

• Website Maintenance and Data Provision for the OCS of the GOM –
www.ocsbbs.com

• New www.TMSHorizons.com Minerals Marketplace – serving customers of the 
TMSHorizons Website
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• Ameila Resources- www.ameliaresources.com
• LDNR – Sonris - Data Access Page- www.sonris.com
• MSOGB Home Page- http://www.ogb.state.ms.us/default.htm
• MSOGB Mapping Website- http://gis.ogb.state.ms.us/MSOGBOnline/
• MSOGB page - TMS Development Page- http://www.ogb.state.ms.us/TMSDevelopment.html
• Go Haynesville Shale Home Page- www.gohaynesvilleshale.com
• Goodrich Petroleum Corporation–Management Presentation-

http://www.goodrichpetroleum.com/presentations/MgmtCurrent.pdf
• Encana Resources-Investor Presentations-
• http://www.encana.com/pdf/investors/presentations-events/corporate-presentation.pdf
• Halcon Resources- Investor Presentations-
• http://files.shareholder.com/downloads/ABEA-5X1N65/3235854946x0x779046/5d4253d0-351a-4926-

9895-8beeaaf2b62c/Halcon_IR%20Presentation_Barclays_vFINAL.pdf
• Comstock Resources- Investor Presentations-
• http://phx.corporate-ir.net/phoenix.zhtml?c=101568&p=irol-presentations
• Sanchez Energy Corporation- Investor Presentations-
• http://investor.sanchezenergycorp.com/phoenix.zhtml?c=248475&p=irol-presentations
• Amite TMS Facebook Page- https://www.facebook.com/AmiteTMS
• TMS Horizons Home Page- http://tmshorizons.com/
• TMS Horizons Minerals Page- http://tmshorizons.com/index.php/mineralsroyalty-info/
• Arpent Energy, LLC- www.arpentenergy.com
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• Mississippi vs. Louisiana – Differences in Leasing, Effects of Liberative Prescription 
in LA vs. Perpetual Mineral Reservations in MS, Force Pooling MS 53-3-7 vs. Risk 
Fee Statute LA 30:10

• Lease your Minerals – Lease Form (Delay Rental (LA) or Paid Up (LA or MS), 
Bonus, Rentals (LA), Royalty, Responsibility of paying difference between 
granted royalty and forced pooling royalty (LA vs. MS), Primary Term, 
Extensions, Pugh Clause, Lease Operations, Unit Operations, Surface Restrictions, 
Severed v. Non-Severed, Forced Pooling, etc .

• Sell your Minerals – Offers range based on PDP/PUD vs. Potential or Possible, 
leased/unleased, location, fairway vs. 5 ohm resistivity line, unitized or not, 
drilling or not, likelihood of drilling in near future, likelihood of success, 
economics/return on investment proven economic vs. still being proven

• Sell your Royalty – Same considerations as Minerals except Grantor retains the 
right to receive bonus and rental payments on future leases.  Basically, mineral 
acres are worth more than royalty acres (see infra for Conversion from Mineral 
Acres to Royalty Acres)
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• §75. Right to contract regarding rules of use 
• The rules of use regarding interruption of prescription on a 

mineral servitude may be restricted by agreement but may not 
be made less burdensome, except that parties may agree 
expressly and in writing, either in the act creating a servitude or 
otherwise, that an interruption of prescription resulting from unit 
operations or production shall extend to the entirety of the tract 
burdened by the servitude tract regardless of the location of 
the well or of whether all or only part of the tract is included in 
the unit. 

• Acts 1974, No. 50, §75, eff. Jan. 1, 1975.
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• Personal Reasons – Age, Medical Needs, Funding tuitions of grandchildren, Gifts to 
children, etc.

• Need for Money – Quick Cash – Favorable Tax Consideration-Long Term Capital Gain vs. 
Ordinary Income Tax Rate

• Risk of No Well – Even though your property is unitized or near a unit, no guarantee a 
well will be drilled

• Well too far into the Future – No guarantee a well will be drilled in your life time.  Less 
risk than the unit being fully developed but still a risk.  Time value of the dollar and risk to 
be assessed here.

• Well with Problems – Several wells in the TMS have had mechanical issues either requiring 
premature abandonment or significant reduction in productive ability (partial lateral 
completions, junk/fish in hole)

• Asset Diversification – All your eggs in the Real Estate Basket.  Another way of providing 
diversification
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• Figure Out What You Own – Location of your Tract, If an irregular description, maps and legal 
descriptions, Minerals and/or Surface, All or a Part, Mineral Interest on Each of your Tracts, Royalty 
ownership, if different/severed, Other owners with names/addresses

• Know your Title – If you have title issues, get them cured ahead of time to save the buying party time 
and money and to improve your chances of a successful transaction.

• Evaluate your own Minerals – Perform a lease check of the other tracts in the unit, or if the area is non-
unitized, the area around your tract.  Scout your area by talking to your neighbors and check out the 
mineral history of your area, the locations of wells both plugged and abandoned and producing.

• Evaluate your Offer – All unsolicited mail offers are not bad.  Some can be very competitive and 
submitted by reputable companies whose word is their bond.  Beware of offers that are not based on 
a per mineral or royalty acre basis and that “bully” the offeree into making a “snap” decision.  If 
possible, have a qualified, experienced landman or oil and gas attorney advise you.

• Consider Selling Half or a Portion of your Minerals – A bird in the hand may be worth two in the bush. 
Having your cake and eating it too.  

• Be Careful What you Are Signing/Value of Advice – If you are not completely comfortable with the 
deed you are provided, have a qualified, experienced landman or oil and gas attorney advise you. 
Perhaps, preferably, the landman, since he will probably be more experienced in the oil and gas 
leasing business and considerably less expensive than an attorney on an hourly cost basis.
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• Importance of Packaging - Know thy Property – Expedites sale, improves 
offers, minimizes closing fees

• Tract Gross and Net Mineral Acres

• Tract Location – Tax Assessor Description, Legal Description, Lease 
Description, Maps/Surveys 

• Copies of all recorded leases burdening the tracts to be sold – not just 
Memoranda – Get from courthouse or from Lessee – Establish a rapport with 
your lessee or its representative landman and the company landman and 
Division Order Analyst

• Copies of Division Orders and Check Stubs and Payment History – Division 
Orders (LA vs. MS) – in LA, don’t sign, MS, verify before signing (see copy)
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• §138.1. Division order; precedence of lease; penalties for failure to pay royalties due 
• A. For the purposes of this Article, a "division order" is an instrument setting forth the 

proportional ownership in oil or gas, or the value thereof, which division order is prepared after 
examination of title and which is executed by the owners of the production or other persons 
having authority to act on behalf of the owners thereof.

• B. A division order may not alter or amend the terms of the oil and gas lease. A division order 
that varies the terms of the oil and gas lease is invalid to the extent of the variance, and the 
terms of the oil and gas lease take precedence.

• C. The execution of a division order is not a condition precedent to receiving payment from a 
lessee. The lessee shall not withhold royalty payments because his lessor has not executed a 
division order.

• D. If the lessee fails to pay royalties solely because his lessor has not executed a division order 
as defined in this Article, the court shall award as damages double the amount of royalties due, 
legal interest on that sum from the date due, and reasonable attorney's fees. However, if the 
lessor fails to supply the name, address, and tax identification number upon written request of 
the lessee, the lessee's failure to pay royalties shall be deemed reasonable.

• Acts 1992, No. 1110, §1.
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• UDI = Mineral Interest x Tract Participation Factor (your gross 
mineral acres divided by total unit acres) x Lease Royalty

• Mineral Interest = your percentage of owned minerals in the 
tract, net mineral acres divided by gross mineral acres.

• Tract Participation Factor = Gross Mineral Acres Divided by 
Total Unit Acres

• Lease Royalty = Royalty fraction or percentage given by the 
lessee to you in your lease
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• Example: Say you own 20 net mineral acres under 40 net mineral acres 
inside the Brown Unit, which is a triple-decker sectional unit (3 sections).  Total 
acres in the Unit are 1,920 (3 x 640 = 1,920 acres) if the sections are 
perfectly regular (rare).  You leased to Company X for a 1/5 (20%) royalty.  
What is your share of the production of unitized hydrocarbons? 

• Mineral Interest = 20 divided by 40, or ½

• Tract Participation Factor = 40 divided by 1,920 = 0.02083

• Lease Royalty = 1/5 or .20

• The Answer: ½ x 0.02083 x 0.20 = 0.002083 x 1,920 x 8 = 31.99488 
royalty acres (see next slide on conversion)
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• Some individuals prefer to sell royalty acres versus mineral acres.

• A Mineral Acre is one acre of minerals, leased or unleased.  A Royalty Acre is equal to 1/8 of a one 
mineral acre, free of the cost of production. Royalty Acres exist to provide a fixed commodity for dealing 
in the sale of “royalty acres”, which, de facto, are resultant from the lease and royalty granted on the 
tract.  If Leased, then royalty acres can be converted from Mineral Acres as follows:

• 1 mineral x 8 = 8 royalty acres x the royalty (1/6, 3/16, or 1/5) = number of royalty acres in one 
mineral acre.

• Example: You own 20 mineral acres under 40 gross acres in the Brown Unit leased for 1/5 royalty.  How 
many royalty acres do you own?

• 20 x 8 (number of royalty acres in a net mineral acre) x 1/5 (or 0.20) = 32 royalty acres

• E.g. 3/16 royalty: 20 x 8 (number of royalty acres in a net mineral acre) x 3/16 = 30 royalty acres

• E.g. 1/6 royalty: 20 x 8 (number of royalty acres in a net mineral acre) x 1/5 = 26.67  royalty acres
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• 3 Tiers of Mineral Acquisition Purchase 

• Primary Purchasers – Made up of companies who have a staff dedicated to evaluation and purchase of 
primary, ground floor investments in the play – Tricky because there are two types of Primary Purchasers:

• Companies who are committed to the play and who intend to buy as an investment
• Companies who are not interested in holding the asset but want to “flip” the acreage for a profit

• Secondary Purchasers – same two tiers here as well, except that these are companies who are buying interests 
from the Primary Purchasers – willing to pay more because of low overhead

• Tertiary Purchasers – sometimes are Secondary Purchasers – this group is the final buyer but very hard to find 
and negotiate with because they aren’t in the business – examples include retirement and hedge and 
investment funds - only established companies with established relationships can tap this market, so best to 
concentrate on Primary, or best Secondary.

• Emphasis should be on trying to find the best Primary Purchaser in the Play and Monetizing with It.  Using the 
TMSHorizons Minerals Marketplace or some other reputable online or listing service is a safe way to entertain 
offers, with no obligation to sell unless you have posted your asking price.

• These prices are dependent on a myriad of factors: Location, Location, Location, Tier of Purchaser, Drilled or 
Undrilled, Operator, Size of the Unit (if Unitized), Leased or Unleased*, Proximity to a Drilling Unit, etc.

*When selling minerals, not being leased can be a good thing or a bad thing for the Seller and/or Purchaser.  If unleased, the value of a lease bonus/rental 
can be monetized to some degree with the Purchaser, if in a good location.  If on the fringe, and unleased, the Purchaser can take this as a sign that the 
industry doesn’t value the minerals enough to lease them.  Your mineral agent can perform a lease check and advise you further.
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• Value of a Royalty Acre in a TMS 3 Section (640 acre) Unit with Single Well EUR of 600,000 bbls.

• Total Value of Unit Production over Time (not risked, or discounted to Net Present Value or Compounded for reinvestment )

• 600,000 bbls. x 8 wells (2 permits and 6 density wells) x $90 (includes severance tax) per bbl. = $432,000,000

• Total Value of a Single Royalty Acre

• 1 royalty acre divided by (1920 x 8 = 15,360) = 0.0000651 share of total unit production

• 0.0000651 x $432,000,000 = $28,125, the dollars earned by a single royalty acre

• A royalty acre is equal to 1/8 of a mineral acre, free of the costs of production.
• EUR stands for Estimated Ultimate Recovery.  This is the amount of hydrocarbons that the well is expected to produce over its economic life.  

The amount of time needed to achieve this production could vary from well to well and could easily take 20 years, or more.
• In this scenario, a stacked, 3 section unit, if the unit contains sections that are regular, the unit size will be 3 times 640 acres or 1,920 acres 

total.  The unit application generally is accompanied by two permits, one to the north and one to the south of the middle of the unit location.  
Additionally, 6-8 additional wells are planned for a total of 8-10 unit wells.

• $90 is a discounted price to the current price of $100 per barrel to be conservative with this valuation.  It takes out nearly $10 for 
Mississippi State severance tax although at present each well has a waiver of severance tax until payout.  Much of the productive life of 
the well will pay its share of severance tax and so we have included the discount from the outset.  TMS oil is a very sweet crude and may 
be sold at a premium to the normal price of oil.

• This amount has not been discounted for net present value, or inflation, nor compounded for reimbursement value.
• 1920 x 8 is the total number of royalty acres in a standard 3 section unit.  1 royalty acre over 15,360 is that royalty acre’s share of total 

unit production, free of the cost of production.
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• Leases - From $250 - $600 depending on location

• Minerals – Standard ranges we’ve seen - $800 - $3,200+ per 
mineral acre, location dependent

• Royalty - $500 - $2,000 per royalty acre, location dependent

• Secondary/Tertiary Market – Leave that to the “Flippers” and to 
TMShorizons.com website (preferably)
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• Through a collaborative effort with www.TMShorizons.com Website, Arpent Energy LLC will be 
managing the new online Minerals Marketplace.  This site will seek sellers of leases, minerals, 
and mineral royalties and will perform the following services in exchange for typical real estate 
type commissions:

• Assess the Seller’s minerals and/or royalties and advise accordingly

• Obtain a Listing Agreement for a commission percentage and a term (Listing Period)

• Find a buyer for the assets through Private Placement or Negotiated Sales

• Market, if necessary, the assets via the TMS Minerals Marketplace

• Interface between Buyer and Seller, as necessary, only

• Orchestrate Purchase and Sale or Deed Agreement, Clear Title, Escrow Funds, and Close

• Check or Short Term Draft to Seller/Deed Preparation and Submittal to Seller for Execution
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